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Current Trends 


Housing starts remained strong in October. . . an overall annual rate of 2.080 million 

units. . . compared to a revised 2.081 million in September. . . and 2.139 million units a year ago. 
This was the eighth consecutive month that new home construction has been at an annual rate of 
more than 2 million units, the Census Bureau reports. 


Building permits declined 2.8 percent in October to an annual rate of 1.681 million units from 
September’s revised 1.731 million units. The figure previously had been reported as a 1.707 million unit 
annual rate. 


According to the Federal Home Loan Bank Board. . . interest rates on conventional home 
mortgage loans increased between early September and early October to new peaks. . . reflecting 
the rise in the overall level of short-term interest rates prior to the most recent increase in the 
Federal Reserve discount rate. The average effective interest rate on loans closed for purchasing 
newly built, single-family homes increased by 11 basis points to 9.84 percent in early 

October. . . compared with a 3 basis point increase during September. . . and about equaled the 
average monthly increase registered since midyear. 


Project notes totaling $663.408 million. . . representing 93 Public Housing Agencies. . . were sold in 
mid-November at an average interest rate of 5.532 percent. The interest rate in October was 4.805 
percent. Bids ranged from 4.59 percent to 5.84. The average maturity of the notes sold was 9.02 
months. Proceeds of the note sale will be used to reimburse the Federal Government for funds advanced 
to Public Housing Agencies and to refund maturing notes for low-income housing projects. 


Results of HUD’s November 1 opinion survey on conditions in the mortgage market shows a 
pronounced decline in HUD/FHA secondary market prices and a corresponding sharp rise in 
mortgage yields compared to the previous month. Nationally. . . the secondary market price for 
immediate delivery of HUD/FHA insured new-home mortgages with 30-year terms and minimum 
down payments decreased 3.1 points to an average $94.8 per $100 of outstanding loan amount. 
The equivalent gross yields to investors at this price was 10.22 percent. . . a 44-basis point increase 
from the yield reported for October 1. 


Auctions yields were higher as the Federal National Mortgage Association issued $381.9 million in 
4-month commitments to purchase both government-backed and conventionally financed home 
mortgages. FNMA issued $182.4 million in commitments on government-backed mortgages at a 
weighted average yield of 10.268 percent. . . which converts to an average price of 94.93 for 912 
percent FHA/VA mortgages. The average in the previous auction was 10.203 percent. FNMA received 
568 bids totaling $452.8 million. . . and accepted 332 bids, including 214 noncompetitive bids. In the 
conventional auction. . . FNMA issued $199.5 million in commitments at a weighted average yield of 
10.486. . . up from 10.306 in the previous auction. 








HUD Announces Joint Neighborhood Projects 


HUD and the National Peoples’ Action. . . the national network of neighborhood organiza- 
tions. . . have agreed on three joint projects that will result in greater involvement by 
neighborhood groups in HUD programs. 


In announcing the agreement. . . Secretary Harris reiterated her position that ““HUD’s business 
is to help, not hurt, America’s many neighborhoods.”’ 


NPA Chairperson Gale Cincotta said, ‘“This agreement is the most significant news that neigh- 
borhoods have received in a long time. We look forward to an ongoing working relationship with 
HUD.”’ 


Cincotta added that the success of this new relationship ‘*depends on how well HUD will follow 
through on the details.’’ The three projects: 


e A joint work group consisting of HUD and NPA representatives and local government officials 
will evaluate HUD’s monitoring of the Block Grant Program. HUD expects to improve the 
monitoring of local performance as a result of the working group’s recommendations. The 
working group will begin its study in two or three cities. Special attention will be given to 
administrative costs, benefits to low- and moderate-income people, and local expenditure rates 

in the Block Grant Program. 


e A letter will be sent to city officials stressing the importance of helping neighborhoods 
develop Action Grant proposals. Where an effective working relationship exists between the 
city government and neighborhood organizations, HUD has announced that it is ready to 
provide technical assistance to neighborhood groups in developing Action Grant proposals. 


@ HUD and NPA will develop a new programmatic approach for using HUD’s Mortgage 
Assignment and Property Disposition Programs. HUD and NPA staff will analyze key neighbor- 
hoods with a concentration of defaulted HUD loans and HUD-owned homes. The staff will 
develop a target approach in the use of HUD programs to help FHA homeowners avoid losing 
their homes through default, and to preserve and revitalize neighborhoods. 


This target program will also consider increased rehabilitation of HUD-owned properties in the 
particular zip code areas that NPA research shows to be hardest hit by the concentration of 
defaults and abandonments. 





New Approach to Housing Elderly 


An innovative grant of $655,000 to the City of Pittsburgh, Pennsylvania, to help house the elderly 
has been announced by HUD Secretary Patricia Harris. Under this program, grants are made to 
encourage new and innovative approaches to solving long standing urban problems. 


The award will be used to acquire at least 20 existing housing units in the City’s North Side 
neighborhood. The City and State will contribute additional funding to renovate and convert the units 
into ‘*residential clubs for the elderly.”’ 


‘*The concept of residential clubs,’’ Secretary Harris said, ‘‘is a unique approach to avoiding 
displacement and unnecessary institutionalization of the elderly in revitalizing urban areas.”’ 


FYI 


American Society of Mechanical Engineers. . . Annual Meeting. . . San Francisco, December 10-15. 
Details: ASME, 345 E. 47th St., New York, New York 10017. 


Association of Energy Engineers. . . Plant Energy Conservation Seminar. . . New York City, 
December 19-20. . . Atlanta, February 22-23. . . Chicago, April and Los Angeles, June 
21-22. Details: Association of Energy Engineers, 464 Armour Circle N.E., Atlanta, Georgia 30324. 





Pennsylvania Developer Faces Indictment 


A Pennsylvania land developer has been indicted by a Federal grand jury on 30 counts involving 
mail fraud and violation of the /nterstate Land Sales Full Disclosure Act. The indictment. . . 
returned in the U.S. District Court for the Middle District of Pennsylvania. . . alleges that 

James J. Justofin, president of Evergreen, Lake, Inc., and developer of Evergreen Lake Estates in 
Beaver Township, Pa., sold lots to consumers using a property report filed with HUD that contained 
false and fraudulent representations and promises. 


Evergreen Lake Estates is a recreational or second home subdivision of 778 lots on 322 acres located in 
Columbia County, Pa., some 13 miles from Hazelton and 25 miles southwest of Wilkes-Barre. 


The indictment. . . which came as a result of a 6-month investigation by postal inspectors with the 
assistance of HUD’s Office of Interstate Land Sales Registration. . . alleges that the developer, 
among other things, reneged on promises to buyers to: 


@ build a 100-acre lake and a recreational area in the subdivision by the end of 1973. 
@ furnish a deed to lot buyers within 30 days. 


@ set up companies and place funds in escrow for the construction of water and sewer systems in the 
subdivision. 


@ ensure that none of the lots would require drainage or fill prior to construction of homes. 


Majority of Workers Drive to Work Alone 


More than half of the workers in 20 metropolitan areas drive to work alone. . . according toa 
report issued by the Census Bureau. 


The report reflects the travel to work habits of 12.6 million workers in the surveyed metro areas. While a 
vast majority (89 percent) of workers used vehicles of some sort to get to work. . . 5 percent walked to 
their jobs and 2 percent worked at home. Of those who used vehicles to get to work 62 percent drove 
alone. Another 17 percent were in carpools. . . 19 percent rode on public transportation. . . and | 
percent used motorcycles, bicycles and other types of vehicles. 


The report is the second in a series on commuting behavior from the Travel-to-Work Supplement to the 
Annual Housing Survey, sponsored by the U.S. Department of Transportation. 


Among the surveyed metro areas. . . New York evidenced by far the largest use of public transportation 
in 1976. . . with nearly half of its workers riding public transit. The highest rates of transit use among 
the other areas occurred in Baltimore (12 percent), Honolulu (12 percent), and Cleveland (11 percent). 


Copies of the report, Selected Characteristics of Travel to Work in 20 Metropolitan Areas: 1976, Series 
P-23, No. 72, are available for $1.40 each from the Superintendent of Documents, Washington, D.C. 
20402. 


New Publications 


10th Annual Report of the Massachusetts Housing Finance Agency (MFHA) describes the Agency’s 
activities and operations for fiscal year 1978. Major events include the approval of 30 commitments 
totaling $157,646,855 to finance 4,555 housing units in 20 Massachusetts cities and towns. . . creating 
2,000 construction jobs and housing for 10,000 people. Copies are available free from MFHA, Old 
City Hall, 45 School Street, Boston, MA 02108. (617/723-9770). 


Alabama Economic Outlook. . . contains 21 individually authored articles offering expert knowledge 
and opinion concerning the current status, problems, and potential developments in the major sectors of 
the economy of the State of Alabama. Available for $2.50 from the State Planning Division, Alabama 
Development Office, State Capitol, Montgomery, AL 36130 (205/832-6810). 





$35 Million in Action Grants to 44 Cities 


More than $35 million in special assistance was offered by HUD to 44 smaller distressed cities to 
build their tax bases, create new jobs and revitalize their neighborhoods through the Urban 
Development Actio Grant Program. 


**This marks the first full year of small city Action Grant awards,’’ Secretary Harris said, ‘*and the new 
partnership between the private and the public sectors that our National Urban Policy requires. The 
$35.7 million we are awarding will be put to work along with $237.39 million in private financial 
commitments on 44 joint public/private development projects in these small cities, to create 7,628 new 
permanent jobs, save 941 existing jobs and start 4,700 jobs for construction workers.”’ 


For small cities, the Action Grant program in the past year has made $95.7 million available to 109 
projects in 105 cities. The awards have leveraged $818.06 million in private funds, and are responsible 
for creating 25,728 new jobs, saving 3,141 existing jobs, and generating 14,224 jobs for construction 
workers. 


The Urban Development Action Grant Program. . . signed into law by President Carter in October 
1977. . . currently awards $400 million a year to distressed cities, with 25 percent of the funds set aside 
for smaller communities (most under 50,000 population). To be eligible for the program, an area must 
be considered distressed when compared to objective national criteria for per capita income, age of 
housing stock, percent of poverty, population gain or loss, and, for larger cities, employment growth 
and unemployment. 


The next award date for metropolitan cities will be shortly after December 31. The Action Grant 
program is authorized for 3 years. . . 1978, 1979, and 1980. Before an award can be made and a joint 
public/private development project begun, a firm private financial commitment must be obtained by the 
locality. Projects eligible for funding may be commercial, neighborhood or industrial, or a combination, 
and must address the problems of physical and economic deterioration which affects the city’s 
development. 
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